share prices. Sharpe [13] determines that the investment policy of a pension plan does not affect firm value. Feldstein and Seligman [3] conclude that unfunded pension liabilities are already fully reflected in share prices.
Ifflander and Martin [8] find that no significant difference in market performance exists for underfunded and overfunded pension plans around the release date of funding information.
Finance theory also indicates funding and investment strategies for pension plans. Black [1] and Tepper [14] , considering the tax advantages of pension investments, both show that pension plans should be fully funded and invested in bonds. Harrison and Sharpe [7] , considering the limited liability of pension assets, show that investments in either all bonds or all common stocks, are optimal depending on funding level.
Langetieg [9] analyses the optimal funding and investment 
where M = L -K + 1, the number of days in the period. This statistic has a student's t-distribution with L-K degrees of freedom, assuming that the average prediction errors are independent and identically distributed.
IV -Empirical Results
The daily mean prediction errors (PEs) and cumulative mean prediction errors (CPEs) for the low interest rate group and the high interest rate group are reported in Table 4 for day t = -45 through day t = 10. Insert Table 4 and Figure 1 Here
To further test whether the mean prediction errors in the immediate pre-and post-announcement periods are significantly different from zero, the periods from t = -42 through t = -38, t -36 through t -32, t = -5 through t = -1, and t = 1 through t = 5 are chosen. These periods represent the five trading days prior to and after each FASB release, but the selection of five day periods is admittedly arbitrary. Figure 1 shows that the CPEs of the low and high interest rate groups moved very closely before t = -27. Since then, the CPE of the high interest rate group was consistently below that of the low interest rate group, and the gap widened when approaching the release of FASB Table 4 Daily mean market-adjusted prediction errors (?E) and cumulative sum of the daily mean prediction error (CPE) from 45 days before through 10 Table 5 The mean prediction errors in the immediate pre and post-announcement periods Pre-announcement Period (5) are in parentheses.
